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Economic Report of the President of the United States 


In his annual Economic Report to the Congress, 
President Eisenhower stated that production, income, 
and employment in the United States attained in 1960 
levels well above those in 1959. The advances, how- 
ever, were concentrated in the first half of the year; in 
the second half, production and employment declined 
and unemployment rose. 

For 1960 as a whole, the gross national product in 
current prices was 4.4 per cent higher than in 1959; 
in constant prices the increase was 2.6 per cent. A major 
economic force during the year was the sharp fall in 
inventory investment. Following the steel strike in the 
latter half of 1959, inventories were rebuilt at an annual 
rate of $11% billion in the first quarter of 1960; but in 
the last quarter they were being reduced at an annual 
rate of $4 billion. Final purchases (gross national prod- 
uct less changes in inventories) rose throughout 1960. 
Plant and equipment expenditures increased in the first 
half of the year, but began to decline in the second half. 
Expenditures on housing construction were 10 per cent 
lower than in 1959, although the decline within the 
year was moderate. Supported by the further growth of 
personal income, consumer expenditures in 1960 con- 
tinued the rise that has been uninterrupted in the post- 
war period; the rise after mid-1960, however, was con- 
fined to services. Government expenditures expanded 
throughout the year, and in the final quarter they were 
at an annual rate $5 billion higher than a year earlier. 
A rising export surplus was an expansive force in the 
economy; there was a shift from net imports of $2.2 bil- 
lion (annual rate) in the second quarter of 1959 to net 
exports of $4 billion in the last quarter of 1960. Never- 
theless, the over-all balance of payments deficit—as 
measured by the increase in liquid dollar liabilities and 
the decline in the gold stock—remained large, owing 
mainly to a record outflow of short-term U.S. capital. 

Total employment in nonagricultural establishments, 


IBRD Loans 


Loan to Mexico 

The World Bank on January 16 made a loan equiva- 
lent to US$15 million to the Nacional Financiera, an 
agency of the Government of Mexico, to finance the 
foreign exchange costs of completing and rehabilitating 
four irrigation systems covering 1,430,000 acres of 
farmland on Mexico’s northwest coast. The loan is for 
20 years and bears interest at 5% per cent, including 


after allowance for seasonal influences, rose moderately 
during the first half of 1960 but declined by about 
950,000 from July to December. The number of un- 
employed (seasonally adjusted) rose from 3.5 million 
in May to 4.9 million (6.8 per cent of the civilian labor 
force) in December. 


The Report notes that early in 1960 inflationary 
forces were being brought under control. Efforts to 
bring the budget into balance were meeting with success, 
and the emerging surplus, augmented by seasonal fac- 
tors, permitted some debt retirement. Under these cir- 
cumstances, the Federal Reserve authorities moved to 
reduce monetary restraint. As the year progressed, 
developments increasingly called for an extension of this 
policy. With both an easier monetary policy and reduced 
demands for credit, interest rates declined. 


The fact that aggregate output has been fairly steady 
despite the large inventory adjustment, the Report 
observes, reflects the underlying strength of the economy 
and is a favorable factor in the economic outlook at 
present. Another favorable sign is the absence of malad- 
justments and imbalances which, to be corrected, would 
require prolonged contraction; the use of credit has been 
kept within reasonable limits, speculative excesses have 
been generally avoided, and inflationary pressure has 
been restrained. In these circumstances, and in view of 
the strength of demand forces in the economy, the 
Report concludes that “an increase in general economic 
activity should not . . . be long delayed. . . . Because 
action to maintain stability and balance and to consoli- 
date gains was taken in good time, the economy can now 
look forward, provided public and private policies are 
favorable, to a period of sound growth from a firm base.” 


Source: The Economic Report of the President, Trans- 
mitted to the Congress January 18, 1961, 
Washington, D.C. 


the 1 per cent commission which is allocated to the 
Bank’s Special Reserve. Amortization will begin on 
July 1, 1964. The loan is guaranteed by the United 
Mexican States. 

Six private banks are participating in the loan, with- 
out the World Bank’s guarantee, for a total of $821,000 
representing the first three maturities, which fall due 
between July 1, 1964 and July 1, 1965. The partici- 
pating banks are Crocker-Anglo National Bank, San 
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Francisco; The Northern Trust Company, Chicago; 
Chemical Bank New York Trust Company; Girard Trust 
Corn Exchange Bank, Philadelphia; The First National 
City Bank of New York; and Grace National Bank of 
New York 

The total cost of the project is expected to be the 
equivalent of US$41 million. It will be carried out by the 
Secretariat of Hydraulic Resources, which was estab- 
lished in 1947 to develop and administer the water 
resources of Mexico, and when completed is expected 
to increase the annual net income from crop production 
on the lands by the equivalent of about US$20 million. 

Including the new loan, the World Bank has lent 
$226 million in Mexico for the development of electric 
power, railway rehabilitation, and road construction 
and improvement. 


Loan to Burma 


Also on January 16, the World Bank made a loan 
equivalent to US$14 million to the Union of Burma 
Railway Board for a rehabilitation and modernization 
program. The proceeds of the loan will be used to pur- 
chase diesel locomotives, railcars, spare parts, and work- 
shop equipment, to increase operating efficiency, reduce 
costs, and provide additional carrying capacity for 
Burma’s growing freight and passenger traffic. The loan 


is for 16 years and bears interest at 5% per cent, 
including the 1 per cent commission which is allocated 
to the Bank’s Special Reserve. Amortization will begin 
on March 1, 1964. The loan is guaranteed by the Union 
of Burma. 


Seven private banks are participating in the loan, 
without the World Bank’s guarantee, for a total of 
$1,450,000 representing the first three maturities and 
part of the fourth maturity, which fall due between 
March 1, 1964 aad September 1, 1965. The participat- 
ing banks are The Hongkong and Shanghai Banking 
Corporation, New York Agency; The Chartered Bank, 
New York Agency; The Bank of Tokyo, Ltd., New York 
Agency; Manufacturers Trust Company, New York; 
The Bank of Tokyo Trust Company, New York; The 
Riggs National Bank of Washington, D.C.; and The 
First National City Bank of New York. 


The total cost of the program is estimated at the 
equivalent of US$50 million. The World Bank loan will 
cover part of the cost of imported equipment. The 
remaining costs will be met by the Burma Railways 
from operating revenues and from loans from govern- 
ment sources. 


Sources: International Bank for Reconstruction and 


Development, Press Releases, Washington, 
D.C., January 16, 1961. 
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Gold Price Movements 


The price of gold on the London bullion market fell 
sharply on Monday, January 16, to $35.43 per fine 
ounce at the fixing, 34 cents below the preceding Friday; 
this was the lowest quotation since December 6. The fall 
was attributed to the large selling orders accumulating as 
a result of the U.S. Executive Order of January 14, 1961 
(see this News Survey, Vol. XIII, p. 16), requiring U.S. 
residents to sell gold held abroad on or before June 1, 
1961. As buying demand developed during the day, the 
price rose moderately to $35.52% at closing, a price 
well under the Friday level. 


On Tuesday, January 17, with an early and unusually 
large number of buying orders from the Continent and 
the Middle East, the opening price was fixed at $35.52. 
Selling orders were said to have virtually dried up, and 
on the following day the market opened at $35.50. 

On Friday, January 20, turnover on the London gold 
market was reported as the highest since last October, 
when the price soared to nearly $41 per fine ounce. 
A rush of buying orders came from the Continent, and 
the Bank of England was said to have met the demand 
fully. As a result, the market held within a narrow 
range, closing at $35.45-$35.55, compared with a range 
of $35.40-$35.55 on the previous day. On Tuesday, 
January 24, the price at fixing was $35.475 per fine 
ounce. At the close th. buying price was $35.40 and 
the selling price $ 

The Executive Order was expected by some observers 
to cause a certain amount of quick selling by U.S. hold- 
ers, but it was also thought that it would strengthen the 
view held by continental operators that devaluation of 
the dollar is imminent. It has been repeatedly stated by 
U.S. officials that devaluation is not under consideration. 
Sources: The Journal of Commerce, January 17, 18, 

19, 23, and 25, 1961, and The Wall Street 
Journal, January 17, 1961, New York, N.Y.; 
The Times and The Financial Times, London, 
England, January 17, 1961. 


International Wheat Situation 


The second annual review of the world wheat situation, 
published by the International Wheat Council, suggests 
that the wheat surplus at the end of the 1960-61 season 
(August-July) will be larger than ever. At July 31, 1961, 
the carry-over stocks of wheat in the four main export- 
ing countries—the United States, Canada, Argentina, 
and Australia—are expected to reach the unprecedented 
total of 60.4 million metric tons, a rise of 7.5 million 


tons over the year, despite the unusually favorable con- 
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ditions for exports arising from the excessively wet 
harvest weather in Western Europe, the world’s largest 
wheat importer. The European crop (excluding the 
U.S.S.R.) fell in 1960 to 51.7 million tons, from 
56.4 million tons in the previous year, and its average 
quality was such that a great part will be suitable only 
for stock feeding. Even the wheat exporting countries 
of Europe (France, Italy, Spain, and Sweden) will have 
to import large amounts of millable wheat during the 
current season. Nevertheless, the world wheat harvest 
(excluding Mainland China) is likely to be about 
220 million tons in 1960-61, compared with 215 million 
tons in 1959-60. This would be the second largest crop 
on record. 


The Times observes that there can no longer be 
any doubt about the causes of this intractable problem. 
Government intervention in production, pricing, and 
trading, introduced during and shortly after World 
War II to meet shortages in a war-disrupted world, has 
continued with little change in spite of growing sur- 
pluses in the past eight years. In addition, the acceler- 
ated application of improved methods of cultivation has 
increased yields. Divergent trends in wheat consump- 
tion, which is on the decline in developed countries and 
has not grown fast enough in underdeveloped regions, 
have also contributed to the problem. 


The International Wheat Council reports that there 
were few changes in national policies affecting producer 
price supports in 1960. Indeed, among 25 cases classi- 
fied by the Council, these supports have been reduced in 
only 2 instances, while in 6 they have been raised and in 
17 they remained unchanged. The Times says that in 
the long run, broader (mainly noncommercial) outlets 
for wheat may be opened up by the work of the Wheat 
Utilization Committee, as well as by the program for 
the diversion of food surpluses to “deficient peoples,” 
to be initiated in accordance with a resolution passed in 
October 1960 by the General Assembly of the United 
Nations. It concludes that the solution of the problem 
of wheat surpluses will depend on an adjustment of 
national wheat policies to international realities. 


Sources: The Economist, December 10, 1960, and The 
Times, December 20, 1960, London, England. 


Europe 


Bank of England Quarterly Bulletin 


The Bank of England has begun publication of a 
Quarterly Bulletin (see this News Survey, Vol. XII, 
p. 433). The first issue covers a period of six months 
from the end of March 1960, to link up with the similar 
material published in the Bank’s last annual report. 


The Bulletin recalls that in April 1960 the Chancellor 
of the Exchequer gave a warning that steps to restrain 


expansion of private credit might become necessary. 
Subsequently a system of Special Deposits by the com- 
mercial banks with the Bank of England was intro- 
duced and controls over hire-purchase terms were reim- 
posed (see this News Survey, Vol. XII, p. 342). Yields 
on gilt-edged securities then began to rise and the 
authorities, while giving some support to the market, 
did not resist a gradual fall in prices. The banks’ atti- 
tudes toward new lending became more restrictive, and 
after allowing for seasonal influences, the expansion in 
bank advances moderated in May. However, new issues 
by public companies in the second quarter were only a 
little below the high rate in the previous quarter. Con- 
sumer expenditures, except on durable goods, had con- 
tinued to grow and a further slow expansion seemed 
likely, especially in view of actual and prospective wage 
increases. In addition, private fixed investment was 
thought to be rising steeply, inventory accumulation had 
been very large in the first half of 1960, and the deficit 
of the United Kingdom on the current and long-term 
capital accounts seemed likely to increase in the second 
half of the year. Foreign exchange reserves had risen by 
£40 million in the second quarter, but this was due to 
the heavy inflow of money to London from countries 
outside the sterling area; during the second quarter, 
sterling holdings of these countries rose by £118 million. 
The Bulletin says that, having regard to all these internal 
and external factors, it was decided to make private 
credit more expensive and difficult to obtain (see this 
News Survey, Vol. XII, p. 405) by, inter alia, a further 
increase in the bank rate. 


In the third quarter of 1960, the weakening of the 
external current account was more than counterbalanced 
by an increased inflow of capital, so that reserves con- 
tinued to rise despite accelerated repayments to the 
International Monetary Fund. Arbitrage opportunities 
between the United States and Western Europe ex- 
panded, and the exchange markets also became influ- 
enced by the long-continuing deficit in the U.S. balance 
of payments and the persistent external strength of 
Germany. Special measures were taken by Germany 
and Switzerland to check the flow of money into those 
countries, and while these were not wholly successful 
they diverted more funds to London than might other- 
wise have been placed there. The Bulletin states that 
the authorities did not consider that actions similar to 
those adopted by Germany and Switzerland were appro- 
priate for the United Kingdom, since sterling is used 
widely as an international medium and many countries 
hold and use it as a reserve currency. 


Forward sterling rates remained strong, and the secu- 


rity sterling rate reached equality with the market selling 
rate for external sterling in August. Thereafter there 
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ceased to be any advantage in using security sterling for 
portfolio investment in the United Kingdom, and the full 
weight of funds seeking such investment was felt directly 
in the external sterling market. 

The inflow of funds in the third quarter of 1960 is 
partly reflected in the figures of “overseas sterling hold- 
ings.” Holdings by countries outside the sterling area 
rose by £226 million, much faster than before. The 
inflow was also reflected in the receipt of some £80 mil- 
lion under the heading “other monetary movements,” 
compared with only £10 million in the second quarter 
of 1960. In addition, it seems likely that the inflow of 
funds was partly responsible for an unusuaily large 
positive “balancing item” in the third quarter balance 
of payments. The Bulletin says that not all of the un- 
identified inflow of capital was necessarily short term in 
nature. There were, it remarks, reports of overseas buy- 
ing of equities and long-term gilt-edged stocks. 

Taking all the balance of payments components to- 
gether, the total net inflow of private overseas money 
(including any reduction in U.K. short-term lending 
abroad) may well have been of the order of £250 mil- 
lion. It is unlikely that more than a small part of such a 
total was placed on deposit with, or used to reduce 
liabilities to, the banking system. It is not possible, the 
Bulletin remarks, to estimate the extent to which the 
remainder was invested in marketable government debt; 
but it is likely to have been substantial since, in the 
third quarter, holdings of such debt by “other home and 
overseas nonofficial” rose by the exceptionally large 
amount of £365 million. To the extent that the remain- 
ing inflow was not so invested, it was used to acquire a 
wide range of other securities, or found its way to 
financial institutions outside the banking system. This is 
likely to have facilitated a larger acquisition of govern- 
ment debt by other domestic investors. The Bulletin 
points out that the abrupt increase in interest rates at 
the beginning of the third quarter, together with some 
expectation that rates would tend to fall rather than rise, 
may well have constituted a special inducement to some 


investors to prefer marketable government debt to bank 
deposits. 


Source: Bank of England, Quarterly Bulletin, London, 
England, December 1960. 


Wage Increases in the United Kingdom 

About 5 million workers in the United Kingdom 
have received pay increases worth more than £100 mil- 
lion a year since last summer, and in the next few 
months another 5 million workers are expected to seek 
settlement of claims. A claim by the large group of 
engineering employees resulted recently in a 4% per 


cent increase in wage rates, which was rather less than 

the average of a little over 6 per cent granted to 

employees in other industries during preceding months. 

Source: The Financial Times, London, England, Janu- 
ary 3, 1961. 


Reserve Requirements in Iceland 


The Central Bank of Iceland has amended the rules 
on reserve requirements which were introduced in con- 
nection with the stabilization program (see this News 
Survey, Vol. XII, p. 261). For 1960 (retroactive to 
January 1), 30 per cent of the year’s increase in savings 
and current accounts must be deposited in blocked 
accounts with the Central Bank. Previously, 50 per cent 
of the increase in savings deposits only had to be 
deposited in blocked accounts. 

From January 1, 1961, 30 per cent of the quarterly 
increase in current and savings deposits must be depos- 
ited in blocked accounts with the Central Bank before 
the end of the month following the end of the quarter. 
In the first three quarters of the year, the amount to be 
blocked for each individual bank may not be less than 
1 per cent of the bank’s deposits at the beginning of 
each quarter. By the end of February each year, the 
blocked deposits must be adjusted to represent either 
30 per cent of the previous year’s increase in deposits, 
including interest credited at the end of the year, or 
3 per cent of total deposits at the end of the year, 
whichever is the greater. 

Source: The National Bank of Iceland, The Central 
Banh, Press Release, Reykjavik, Iceland, Janu- 
ary 19, 1961. 


Norwegian Subsidies 

The Government of Norway proposes for the present 
to maintain the existing consumer subsidies, including 
those due to expire on January 31. It has accordingly 
laid a Bill before the Parliament asking for an additional 
appropriation of NKr 180 million, and has emphasized 
that, if these subsidies were removed, there would be 
substantial increases in the prices of milk, cheese, and 
margarine. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, January 7, 1961. 


Economic Conditions in Denmark 


The Chairman of the Joint Association of Danish 
Banks said recently that 1960 will be remembered as a 
year in which economic prosperity in Denmark was 
raised to new levels. Total employment in industry in 
the first half of 1960 was almost 15 per cent higher than 
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in the first half of 1958, and industrial production rose 
in the two years by 20 per cent. The rise in production 
was due partly to the very sharp increase in machinery, 
plant, and industrial buildings. The increase in total 
investment was probably at least as great in 1960 as 
in 1959. Agricultural earnings were unfavorably 
affected by the decline in the prices of butter and eggs, 
especially in the second half of the year, but total live- 
stock production rose in both value and quantity. 

The fact that prosperity and sharply increased imports 
have been maintained for three years without leading to 
any severe drain on the foreign exchange reserves may 
be ascribed to a large extent to the favorable trend in 
Europe and the specially advantageous terms of trade. 
During 1960 the reserves declined by only DKr 121 mil- 
lion, from DKr 1,531 million to DKr 1,410 million, and 
Denmark was able, without serious repercussions on 
the payments position, to admit further considerable 
imports of industrial goods and to introduce the first 
of the tariff reductions entailed by membership of the 
European Free Trade Association. 


In 1959 the banks had been able to provide the 
credit needed by firms that wished to utilize fully the 
favorable conditions for capital investment. The expan- 
sion in economic activity in 1960, however, led to 
considerable strain on the credit system. Losses of 
foreign exchange and the budget surplus absorbed more 
than DKr 400 million, and the banks’ balance sheets 
showed a much smaller growth of deposits than of 
advances. Foreign exchange reserves are not expected 
to increase in the near future, while the stringent fiscal 
policy will probably continue and even be tightened. 
Consumers and industrialists will therefore have to have 
recourse to the capital and money markets rather than 
to the banks. The increase in interest rates caused by 
tight liquidity and credit conditions has somewhat 
restricted the rate of investment; but the Government 
has found it necessary to maintain the restrictions on 
building in Copenhagen and some other centers. The 
Chairman said that it was important that changes in the 
building laws at present under consideration should not 
cause still tighter financial conditions for industrial 
investment, which is recognized to be of special impor- 
tance for maintaining Denmark’s competitive power 
abroad. 


Source: Bgrsen, Copenhagen, Denmark, January 1, 


1961. 


Lowering of German Discount Rate 


On January 20, the Central Bank Council of the 
Deutsche Bundesbank lowered the discount rate from 
4 per cent, the rate established on November 10, 1960 
(see this News Survey, Vol. XII, p. 571), to 3% per 


cent. At the same time, the rate for advances on securi- 
ties was reduced from 5 per cent to 44% per cent and 
the Bundesbank’s selling rates for short-term paper 
were also lowered by % per cent, to a range of 
34%-3% per cent. Effective February 1, the minimum 
reserve requirements for domestic liabilities will be 
lowered by 5 per cent of their October 1959 level. 

In a communiqué, the Bundesbank stated that these 
measures were motivated solely by the interest rate 
differential between Germany and abroad; they were 
aimed at stemming the continuing inflow of foreign 
exchange and easing the export of short-term capital. 

According to the Frankfurter Allgemeine Zeitung, 
the more important aspect of the new monetary meas- 
ures is the reduction of the minimum reserve require- 
ments, although this does not extend to foreign liabili- 
ties. The commercial banks will now be able to count 
on additional liquid funds, which the Bundesbank hopes 
will be transferred abroad. Also, domestic liquidity will 
be increased, which should benefit the whole private 
sector and in particular the capital market. The pros- 
pects for a strong increase in German short-term capital 
exports are, however, not very bright. Because the 
swap premium (see this News Survey, Vol. XII, pp. 541 
and 589) has been reduced from 1% per cent to 1 per 
cent, the interest rate differential between Germany and 
abroad remains about the same. The foreign assets of 
the German commercial banks should thus remain 
largely unchanged. On the other hand, a further reduc- 
tion in foreign borrowing by Gerinany industry is 
expected, which would tend to reduce the inflow of 
foreign exchange and reduce bank liquidity. 


Sources: Deutsche Bundesbank, Ausziige aus Pressearti- 
keln, January 20, 1961, and Frankfurter 
Allgemeine Zeitung, January 20 and 21, 1961, 
Frankfurt am Main, Germany. 


Spanish National Income Estimates for 1960 

The Spanish National Economic Council estimates 
that net domestic product for the year 1960, at constant 
prices, was nearly 6 per cent lower than for 1959, when 
it had increased by more than 4 per cent. Income per 
capita is estimated to have decreased by almost 
Pts 700, to Pts 9,706 (US$162). The main cause of 
this decline was the very poor harvest, which reduced 
agricultural production by as much as 9 per cent. 


Source: Ya, Madrid, Spain, December 29, 1960. 


Greek National Income 


Preliminary official estimates indicate that in 1960 
the national income of Greece, at constant prices, rose 
by 4.8 per cent. This compares with increases of 2.1 per 
cent in 1958 and 4.1 per cent in 1959, but with con- 
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siderably larger increases in the years 1955-57; it can- 
not be regarded as satisfactory in view of the Govern- 
ment’s development program and the need to reduce 
the existing gap between the economically more ad- 
vanced European countries and the Greek economy. 
The 1960 growth reflects increases, at constant 
prices, in manufacturing (9 per cent), services (6 per 
cent), and income from abroad. Agricultural income, 
which represents about one third of total income, is 
estimated to have declined by 3.5 per cent. These 
developments indicate that the volume of goods (indus- 
trial and agricultural) increased less than the volume of 
services. Industrial production may have been stimulated 
by the replenishment of inventories, depleted in 1959, 
and by higher tariff protection given to certain industries. 
Part of the increase in manufacturing may also have 
resulted from some replacement of imports by articles 
produced by domestic industries which have succeeded 
in improving their output both in quality and price. 
Incomes were also sustained by an increase in fixed 
investment (excluding ships registered under the Greek 
flag), tentatively estimated at 7.8 per cent. This reflected 
primarily larger public investment, as well as private 
investment in agriculture and dwellings. Private invest- 
ment in manufacturing may, however, have declined. 


Tahydromos, Athens, 
1960. 


Source: Economikos 


December 29, 


Greece, 


Yugoslav Trade Agreements 


On December 12, 1960, Yugoslavia and Rumania 
signed a trade agreement for the five years 1961-65, 
providing for an exchange of goods valued at $90 mil- 
lion. For oil derivatives, fuel, and machine oil from 
Rumania, Yugoslavia will exchange machinery and 
equipment, products of the metal-working and electrical 
engineering industries, textiles, ferroalloys, fire-refractory 
material, synthetic fibers, chemical and pharmaceutical 
products, and various consumer goods. 

On December 13, 1960, Yugoslavia and Eastern 
Germany concluded a trade agreement for the period 
1961-65, replacing the 1959 agreement which was to 
expire in 1962, and providing for an exchange of goods 
to the value of 2.5 million East German marks. 

Although the total value of trade under the trade 
agreement between Yugoslavia and Czechoslovakia for 
1961-65, which was signed on October 4, 1960, has 
not been reported, the agreement provides for a con- 
siderable increase in trade between the two countries, 
and a trade protocol based on the agreement foresees 
for 1961 an exchange of goods totaling $62 million. 


In line with the policy of the Yugoslav Government 
to discontinue bilateral payments agreements on a recip- 


rocal basis, a new trade agreement recently signed by 
Yugoslavia and France provides that imports of goods 
in both directions will be based on multilateral prin- 
ciples. The exchange of goods will be liberalized, France 
granting imports from Yugoslavia the same treatment 
accorded to countries that are Contracting Parties to the 
GATT (Yugoslavia is not yet a Contracting Party, but 
is an associate member of the GATT ). Payments will be 
made in French francs or other convertible currencies. 


Sources: Economic Review, Belgrade, Yugoslavia, De- 
cember 25, 1960; GATT Press Release, 
Geneva, Switzerland, January 17, 1961. 


Middle East and Africa 
Pakistan's Currency 


Pakistan has been in the process of introducing 
decimal coinage from January 1, 1961 (see this News 
Survey, Vol. XII, p. 533). There is no change in either 
the value or the nomenclature of the rupee, but it is now 
divided into 100 equal parts, called piaisa, as against its 
former division into annas and pies. 

Source: The Times, London, England, December 29, 
1960. 


import Liberalization in Pakistan 


The Ministry of Commerce of Pakistan has annou: ced 
that, for the first six months of 1961, 33 items in com- 
mon use will be added to the list of 29 items for which 
import licenses are issued automatically, and that the 
Government has no intention of reverting to more 
restrictive policies. 

Source: Middle East Economic Digest, London, Eng- 
land, January 13, 1961. 


Currency in Iraq 


The Central Bank of Iraq has issued new currency 
notes bearing the emblem of the Republic. The old 
notes ceased to be legal tender on January 6, 1961, but 
the Bank will continue to exchange them for new notes 
until January 31, 1961. 


Source: The Iraq Times, Baghdad, Iraq, January 5, 
1961. 


Saudi Arabia's Budget for 1961 


Saudi Arabia’s revenues and expenditures for the 
fiscal year ending December 8, 1961 (Saudi Arabian 
year 1380-81) are each estimated at SRlis 1,786 mil- 
lion (SRis 4.50 equals US$1). The budget for the pre- 
ceding fiscal year was also balanced, at SRIs 1,637.5 mil- 
lion. 
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The expected increase in revenue includes an alloca- 
tion of SRis 78 million from reserve funds and also 
reflects further improvement in Saudi Arabia’s income 
from oil, despite recent price reductions, and an increase 
of some 25 per cent in the yield from customs duties. 


The composition of expenditures for 1961 is sub- 
stantially changed, with a marked increase in capital 
outlays and some reduction in current expenditures. 
Allocations for new projects have been set at 
SRis 291 million, against SRls 110 million for 1960 
and SRls 55 million for 1959. SRis 225 million is again 
allocated to debt retirement. Other current expenditures 
are being reduced from a total of SRIs 1,302 million in 
1960 to SRIs 1,270 million in 1961. Significant reduc- 
tions include a 40 per cent cut in the subsidies on 
essential imports which were established following 
devaluation of the riyal early in 1960, and a reduction 
of SRIs 11 million (about 5 per cent) in the expendi- 
tures of the Ministry of Defense. Expenditures for edu- 
cation, public health, and communications will be 
increased somewhat. Allocations for the private treas- 


ury and expenses of the royal family remain unchanged 
at SRls 248 million. 


The King and the Minister of Finance and Economy 
have recently affirmed that the general economic policy 
of the Saudi Arabian Government is to maintain finan- 
cial stability and promote the economic development of 
the country. Budgetary allocations for development 
(based in part on a report of a World Bank mission) 
have been greatly expanded, and a Ministerial Planning 
Council is to expedite policy decisions relating to 
economic development. 

Source: Saudi Arabian Monetary Agency, Circular Let- 
ter, Jidda, Saudi Arabia, January 8, 1961. 


Israel's Exports 

The Ministry of Commerce and Industry and the 
Central Bureau of Statistics have announced that Israel's 
merchandise exports increased from $178.9 million in 
1959 to $214.3 million in 1960. The increase is 
accounted for mainly by the expansion of industrial 
exports (including diamonds), which rose from 
$121.5 million to $156.2 million; the value of citrus 
exports increased only slightly, from $45.9 million to 
$46.6 million. 


Source: The Jerusalem Post, Jerusalem, Israel, Janu- 
ary 19, 1961. 


Nigerian Price for Cocoa 


Because of the sharp decline in world prices of cocoa, 
the Government of the Western Region of Nigeria has 
reduced the price to producers of Grade I cocoa from 
£160 to £112 a ton and of Grade II cocoa from 


£145 to £100 a ton. The reduced prices will be effective 
from January 22, when the new cocoa season opens. 
(The London price of cocoa on January 13, 1961 was 
24 per cent lower than a year ago.) 

Source: The Times, London, England, January 16, 
1961. 


Balance of Payments of Rhodesia and Nyasaland 

In 1960 exports from the Federation of Rhodesia 
and Nyasaland exceeded £200 million for the first 
time. Imports increased only slightly, and the trade bal- 
ance is expected to show a record surplus of £50 mil- 
lion. Much of this will go toward meeting the cost of 
current services, in particular dividend payments, insur- 
ance, and freight. The capital account of the Feder- 
ation’s balance of payments is, however, likely to pre- 
sent a far less satisfactory picture. Available information 
indicates a sharp reduction in the inflow of investment 
capital and the possibility of a net outflow over the year. 
Source: The Financial Times, London, England, Janu- 

ary 2, 1961. 


Far East and Australasia 
Thai Land Survey 


Thailand will make a survey of its land and water 
resources and waterways this year, as part of its six- 
year (1961-66) program for economic development 
(see this News Survey, Vol. XII, pp. 251 and 305). 
Lands will be classified according to their use for irri- 
gation projects, crops, livestock, minerals, and national 
forests and parks. Officials are already being trained for 
this purpose. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., January 16, 1961. 


Japanese Sugar Imports 

The Japanese authorities have decided to liberalize 
imports of sugar as soon as possible after April 1961; 
but they intend to raise the import duty from the pres- 
ent ¥ 41.50 per kilogram to ¥ 48.00, in order to 
protect manufacturers of beet sugar from foreign com- 
petition. Japan has hitherto imported 1,100,000 tons 
of sugar annually. Because of import restrictions, the 
wholesale price of sugar rose to ¥ 131 per kilogram 
recently (compared with a price of ¥ 125, which the 
Government considers desirable), resulting in surplus 
earnings by the sugar refineries. The price of sugar to 
consumers, however, is expected to decline as a result 
of import liberalization. 
Sources: Nihon Keizai Shimbun, Tokyo, Japan, No- 

vember 29 and 30, 1960. 
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Manufacturing Industry in Australia 


A recent survey by the Australian Department of 
Trade of 15 manufacturing industries shows rising 
production, higher employment, and industries working 
closer to capacity and maintaining almost stable costs 
and prices. Although manufacturers generally did not 
express concern about increased import competition as 
a result of the virtual abolition of import restrictions in 
February 1960 (see this News Survey, Vol. XII, 
pp. 275-706), a few firms in the 15 industries were un- 
certain about the future—mainly manufacturers of 
woolen and cotton woven piece goods and floor cover- 
ings. According to the survey, imports of consumer 
goods of the types produced by the 15 industries rose 
by about one third in 1959-60, and some merchants 
reported that increases in their stocks of these goods 
were mainly imports. Generally, however, the increase 
in demand has been large enough to absorb most of the 
increase in both imported and locally produced con- 
sumer goods. Production in the industries examined was 
about 25 per cent higher in August 1960 than in 
August 1959, the growth being particularly marked in 
consumer durable goods. Employment in these indus- 
tries rose by about 12 per cent over the same period. 


Despite rises in wages and in costs of materials, manu- 
facturers on the average were able to limit the rise in 
unit costs to less than 2 per cent in the year, mainly 
because of the sharp increase in output and improved 
machinery and methods. The survey, which was made 
before the latest program of economic restraints (see 
this News Survey, Vol. XII, p. 593), showed that 
manufacturers expected a further increase in output in 
the coming months. 


In commenting on the results of the survey, the Min- 
ister for Trade, Mr. McEwen, said that, although the 
Government’s economic measures would temporarily 
limit activity in some industries manufacturing consumer 
durable goods, activity in general should continue high. 
The restriction of hire-purchase activity would prevent 
the growth of some manufacturing industries from 
exceeding too much that of the basic industries on 
which they depend for supplies. 

Source: The Financial Times, London, England, De- 
cember 16, 1960. 


Western Hemisphere 


Latin American Free Trade Association 


On December 10, 1960, the delegations of Ecuador, 
Colombia, and Venezuela to the Third Consultative 
Session on Economic Policies of the Economic Com- 
mission for Latin America issued a joint declaration. 
This stated that the Governments of Ecuador and 
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Colombia would take the necessary steps to formalize, 
as soon as possible, their membership in the Latin 
American Free Trade Association, but that the Govern- 
ment of Venezuela would reserve until later any state- 
ment on the possibility of its membership in the Asso- 
ciation. The Government of Ecuador considers it 
necessary to be able to invoke the special treatment 
afforded by the Treaty of Montevideo to lesser devel- 
oped countries and depressed areas (see this News 
Survey, Vol. XII, p. 282). The declaration therefore 
provided also that the three Governments would take 


joint action to ensure special treatment for Ecuador 
and Venezuela. 


Source: El Comercio, Quito, Ecuador, December 11, 
1960. 


Balance of Payments of Peru 


The balance of payments of Peru showed a record 
surplus of $37 million for 1960, compared with a sur- 
plus of $14 million in 1959. At the end of 1960, the 
Central Reserve Bank’s net working balances of gold 
and foreign exchange had risen to $45 million, exceed- 
ing the previous peak of $42 million at the end of 1956. 
The average exchange rate for the year 1960 was 
S/. 27.30 per U.S. dollar, an appreciation of 1 per cent 
over the average rate for 1959. 


Source: Banco Continental, News Letter, Lima, Peru, 
January 19, 1961. 


Bolivian Budget 


The Bolivian Government has approved a budget for 
1961 totaling Bs 430 billion, compared with a total, 
including a supplemental, budget of Bs 423 billion 
for 1960. The estimated sources of revenue are 
Bs 299 billion from direct and indirect taxes, Bs 23 bil- 
lion from nationalized industries, Bs 24 billion from 
miscellaneous sources, and Bs 84 billion of extraordi- 
nary income, principally foreign aid. 


Source: El Diario, La Paz, Bolivia, January 3, 1961. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 
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